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THE TEXAS UNEMPLOYMENT COMPENSATION 
FUND—IS IT ADEQUATE? 


Jean Lewis 
Instructor in Economics, Baylor University 


THE UNEMPLOYMENT INSURANCE Laws 


The need for unemployment insurance is not a subject of 
general debate, for it has become firmly established as a neces- 
sary and vital part of our social structure. The unemployment 
which prevailed in this country during the depression years of 
the 1930’s brought forth the realization that the responsibility 
for giving financial aid to the unemployed could not be allowed 
to rest wholly with public and private charities. The economically 
unsound practice of requiring payment of a large sum of 
money to the unemployed during periods of economic instability 
without prior accumulation of the funds by either public or 
private sources was recognized. A means of avoiding this situ- 
ation of unpreparedness and thereby achieving a higher degree 
of economic stability was formulated. The plan of paying small 
periodic contributions during periods of economic well-being was 
accepted. 

The Federal Social Security Act of 1935 established a federal- 
state system of unemployment insurance. The primary purpose 
of this law is to create a program for accumulating funds for 
unemployment compensation. This money is to be used as pay- 


.. ments to those unemployed through no fault of their own. A 


second purpose of the law is to stabilize the employment policies 
of employers by imposing a tax wherein the rate is related 
to individual employment experience. 


The Federal Unemployment Tax Act was enacted as Title 
IX of the Social Security Act of 1935 and later transferred to 
Chapter 23 of the Internal Revenue Code of 1954. This act 
levies a three per cent payroll tax against employers having 
four or more employees at work during a 20-week period. There 
is no requirement that these twenty weeks be consecutive. Em- 
ployers who pay contributions under an approved state unemploy- 
ment insurance act are allowed to credit their state contributions 
against the federal tax up to 90 per cent of the federal tax. 


BAYLOR BUSINESS STUDIES 


The Texas Unemployment Compensation Act was passed by 
the 44th Legislature during the Third Called Session in 1936. 
Briefly, the provisions which were established by this law are: 
unemployed workers who are qualified under the law are to be paid 
benefits to compensate for a portion of their wage loss; funds 
for paying benefits are to be derived from a tax levied against 
payrolls of employers subject to the law and from interest on 
accumulated reserves; reserves are to be maintained to provide 
adequate funds to meet benefit obligations. The Texas Employ- 
ment Commission was established with the four-fold responsib‘lity 
of collecting the unemployment tax, handling the claims, paying 
benefits, and operating a public employment service for industrial 
as well as farm labor. 

Employers having four or more employees for some port‘on 
of 20 different days—each in a different calendar week—are sub- 
ject to the law unless engaged in a field of endeavor which is 
specifically excluded from the Unemployment Compensation Act. 
Tax is paid on the first $3,000 of an employee’s wages. The 
maximum tax rate is 2.7 per cent and the minimum rate allowed 
by the Texas law is 0.1 per cent. The rate is computed yearly 
for each employer on the basis of his experience rating. 

The Texas Unemployment Compensation Act established the 
Unemployment Compensation Fund “as a special fund, separate 
and apart from all public money or funds of the state.”! The 
fund is administered by the Texas Employment Commission ex- 
clusively for the purpose of the Unemployment Compensat on 
Act. The fund consists of all contributions collected under the 
act, interest earned on such money, any property or securities 
acquired through the use of the money in the fund, and all other 
money received from any other source. The monies are mingled 
and undivided. 

The State Treasurer is the treasurer and custod an of the fund. 
Three separate accounts are maintained within the fund—a clear- 
ing account, an unemployment trust fund, and the benefit account. 
All money payable to the fund is received by the Texas Employ- 
ment Commission and forwarded to the State Treasurer who 
deposits it in the clearing account. After clearance, the money 
is immediately deposited with the Secretary of the Treasury 
of the United States to the account of Texas in the Unemployment 
Trust Fund. This fund was established and is maintained in 


1Texas, General and Special Laws of Texas, 1936, c. 482, sec. 9. 
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accordance with the Federal Unemployment Tax law. At intervals 
the commission requisitions, from the Unemployment Trust fund, 
such funds as are necessary for payment of benefits. 


THE BENEFIT FORMULA FOR TEXAS 


Benefits first became payable from the Texas Unemployment 
Compensation Fund on January 1, 1938. Benefit eligibility re- 
quirements for a covered worker include: registration for work 
at an employment office; filing of a claim for benefits in accord- 
ance with subsection 6 (a) of the Texas Unemployment Comp- 
ensation Act; ability and availability of the worker for work. 
Further qualification requirements are that the worker must earn 
wages of at least $375 with $250 being earned in one quarter 
and $125 in another quarter, or $450 with $50 or more earned 
in each of three quarters, or $1,000 in one quarter. These quali- 
fying wages must be earned in four consecutive quarters within 
the last five quarters immediately preceding the individual’s 
benefit year. The benefit year begins with the first day of the 
week in which the valid claim is filed. 

The worker who has satisfied these requirements and is totally 
unemployed is then eligible to receive a weekly benefit payment. 
The amount of this payment is equal to 1/26 of the wages received 
during the quarter in which his earnings were largest. The mini- 
mum amount receivable is $7 per week and the maximum is $28 
per week. Total benefits payable in a benefit year range from a 
minimum of $94 for nine weeks to a maximum of $600 for a 
24-week period. 

Any week in which a worker is engaged in less than full time 
work, and for which he receives less than his weekly benefit 
amount plus three dollars, is termed as partial unemployment. 
The worker is entitled to his weekly benefit amount, plus three 
dollars, minus the wages earned during the week in which he 
was classed as partially unemployed. 


The majority of state unemployment insurance systems use 
a formula based on wages in that quarter in which wages are 
highest.? ‘This calendar quarter has been selected as the period 
which most nearly reflects full time work. A worker's weekly 
benefit rate, intended to represent a certain proportion of the 


2U. S. Department of Labor, Bureau of Employment Security, Comparison 
of State Unemployment Insurance Laws as of December 31, 1955 (U. S. 
Government Printing Office, 1956, Washington, D. C.), pp. 61-63. 
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average weekly wages in the high quarter, therefore, is computed 
directly from these wages. Eight states, including Texas, use 
the fraction 1/26 of high quarter wages for computing the benefit 
rate. This fraction gives workers with 13 weeks employment in 
the “high quarter” 50 per cent of their full time wages; within the 
limits of the minimum and maximum benefit amounts. The present 
benefit formula of the Texas Unemployment Compensation Act 
yields both a minimum and a maximum weekly benefit amount 
below the median paid in other states. 

The amount of benefits which a qualified and eligible claimant 
may draw during his period of unemployment was changed to 
the above present provisions of the act by amendments which were 
passed in 1954. During the eleven-month period from the date the 
changes became effective to the end of the fiscal year 1956 on 
August 31, 1956, they affected the amount of benefits paid to 
claimants as follows: 

1. An estimated 9,600 claimants who could have qualified under 
the old provisions of the law could not qualify under any one of 
the new provisions.° 

2. Benefits were paid for a total of 124,932 weeks of unemploy- 
ment which would not have been eligible under the previous re- 
quirement of a waiting period of one week before payment of 
benefits. Not all of these weeks brought add‘tional money to the 
individual claimant. For the 30,171 claimants who exhausted 
their benefits, elimination of the waiting-period week simply 
meant that payment began a week earlier than otherwise. The 
remaining 94,761 weeks of benefits would have been waiting-period 
weeks. The average weekly payment during this eleven-month 
period amounted to $20.43, which resulted in payment of claims 
of $1,933,025.31. 

3. During the eleven months of operation under the new law, 
912,435 weeks of unemployment were compensated by benefit 
payments in a total amount of $18,659,139. The average weekly 
payment prior to the change amounted to $17.40. At this amount, 
total payment for 912,435 weeks would have been $15,876,369. 
The increase in the maximum weekly benefit amount from $20 
to $28 resulted in an increase in benefits paid of $2,782,770.4 


3Previous requirements for minimum qualifying wages were wage credits 
of not less than $200, with a portion of the wages received in at least two 
calendar quarters. 

4John Ross, “Amendments To The Law” (Unpublished Manuscript, “An- 
nual Report, Fiscal Year, 1956,” Texas Employment Commission, 1956), 
p. 17. 
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It seems logical to assume that the expanding economy pre- 
dicted for Texas could support a further increase in benefits to 
the unemployed. Increasing minimum benefits from $7 to $10 
and maximum weekly benefits from $28 to $30 would allow the 
worker to better meet the present increased cost of living. If 
maximum duration were increased from 24 weeks to 26 weeks, 
a total benefit amount of $780 for a benefit year would be possible. 
The additional two weeks benefit duration would provide more 
income for a qualified unemployed worker to be paid over a longer 
period of time. The figures resulting from the 1954 change in 
benefits payable offer an indication of the demands which might 
be placed upon the Unemployment Compensation Fund if the 
proposed increase in benefit amount were forthcoming. 

The number of employers covered in Texas was brought into 
line with the coverage of the Federal Unemployment Tax Act in 
1955. A further increase in coverage plus an increase in bene- 
fits payable would necessitate a sound long-range financing plan. 


PRESENT SYSTEM OF FINANCING UNEMPLOYMENT COMPENSATION 


It is unnecessary to appraise the validity of the arguments for 
or against the use of experience rating for determination of indi- 
vidual tax rates. Acceptance of the facts—that the level of unem- 
ployment is unpredictable ; that the fund income must be permitted 
to fluctuate in accordance with the objectives of the program; and 
that a flat rate of 2.7 per cent might result, at least temporarily, in 
over-financing the program and in freezing unnecessarily large 
sums in reserves—offers no alternative to the individual employer 
experience rating. Under present federal standards, no reduction 
from the standard rate may be granted to any employer except 
on the basis of “his experience with respect to unemployment or 
other factors bearing a direct relation to unemployment risk . . . .’’5 
These provisions have the effect of prohibiting any flat rate below 
2.7 per cent resulting from any across the board reduction to all 
-employers.°® 


5Internal Revenue Code, 1954, Federal Unemployment Tax Act, Chapter 
23. Section- 1602. 

6The Federal Unemployment Tax Act provides that employers subject 
to the Act must pay a tax of 3 per cent on their taxable payrolls. They are 
entitled to credit up to a maximum of 90 per cent of the federal tax for the 
tax paid under a state law. The reduction from the standard rate is allowed 
if earned under an approved experience rating system. A flat rate below 
2.7 per cent or a reduction to all employers covered by a state unemployment 
insurance law would merely cut the total tax, federal and state, paid by 
employers. 
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The experience rating system went into operation in Texas on 
January 1, 1941, in compliance with the requirements of the un- 
employment compensation insurance program. Texas has adopted 
the benefit-wage ratio formula as a means of determining an indi- 
vidual employer’s tax rate. Under this plan, two factors affect 
the determination of an individual tax rate—one is the experience 
of the individual firm and the other is the experience of all em- 
ployers within the state. When, in any benefit year, an individual 
is first paid benefits, his wages received during his base period 
are termed “benefit wages.’’ These benefit wages, called “charge- 
backs,” are charged to his previous employer’s account up to a 
maximum of $2400. An employer’s contribution rate cannot be 
less than 2.7 per cent until his account has been subject to charge 
of benefit wages for four consecutive quarters immediately pre- 
ceding the date on which the employer’s rate is determined. 
After December 31, 1955, each employer with this compensation 
experience is entitled to a reduced rate. 

To derive the rate, the employer’s chargebacks for the preceding 
three years are divided by the total of the employer’s taxable 
payroll for the same three years. The result is the employer’s 
individual experience or benefit-wage ratio. Determination of 
the experience of all employers within the state is called the 
“state experience factor.”” This is computed by adding all insur- 
ance payments made during the preceding year and dividing by 
the statewide total of all chargebacks made to all employers dur- 
ing the same year. The product of the state experience factor and 
the employer’s benefit-wage ratio is the tax rate.’ 

Employer tax rates may also be reduced depending upon the 


7For example, an employer with 1,000 employees has a taxable payroll of’ 
poe gg a year. His chargebacks for a three-year period amounted to 
$180,000. 


Chargebacks for 3 years $180,000 


= 2% - Benefit-wage ratio 


Taxable payroll for 3 years $9,000,000 


If the Texas Employment Commission made insurance payments of 
$15,000,000 in one year and the total chargebacks to all employers were 
$100,000,000 
Benefits paid previous year $15,000,000 
State total of chargebacks  $100,000,000 
State Experience Factcr X Employer's Benefit-wage ratio = Employer’s 


tax rate 
15% X 2% = 0.3% 
The Company’s tax would be $9,000 ($3,000,000 x 3% = $9,000) 


= 15% - Sta*e Experience factor 
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relationship between the balance of the Trust Fund and total 
taxable wages of the state. The Unemployment Compensation 
Act contains a provision authorizing a rate reduction for exper- 
ience rated employers when the balance in the Trust Fund is 
$200,000,000 or more and amounts to 8 per cent of the total taxable 
wages for the preceding year. The rate reduction is 0.1 per cent 
for each $5,000,000 in the Fund in excess of the 8 per cent of 
taxable wages. Interest on the Trust Fund for the last quarter 
of 1949 received from the Federal Treasury in 1950 increased 
the Trust Fund balance as of December 31, 1949, to an amount 
which permitted a 0.1 per cent reduction in 1950 tax rates. The 
1950 taxes had been paid at rates originally assigned requiring 
the Commission to make refunds for overpayment.® 


RECOMMENDED CHANGES IN FINANCING 


The existing financing techniques used throughout the nation 
are characterized by a tendency on the part of tax rates to drop 
during years of high business activity and low benefit costs, and 
to rise during periods of declining business activity and increasing 
benefit costs. In most cases these ill-timed increases and decreases 
in average tax rates are not the result of determination based 
upon actuarial analysis of anticipated needs of the program. They 
are, rather, automatic results of the mechanical operations of 
various state experience rating formulae. These fluctuating tax 
rates are not necessarily related either to current costs or to 
anticipated average costs, over a long or short period. Therefore 
over-financing, as well as under-financing, is possible.? 

A state should adjust its employers’ contributions to prosperous 
as well as poor years, without sacrificing experience rating or en- 
dangering safe and adequate benefit financing. Higher contri- 
bution rates are easier to pay during prosperity when payrolls are 
rising. Lower rates would help relieve recessionary pressures 
when payrolls are falling. The key to the problem is one of proper 


8The fund balance of $200,000,000 and 8 per cent of the taxable payroll is 
the basic tevel of adequacy according to the present provisions of the Texas 
Unemployment Compensation Act. It can be shown by statistical studies 
that payment of benefits to 200,000 unemployed workers for an average 
duration of 24 weeks, benefits ranging from $10 per week to $30 per week, 
would exhaust the Fund with this balance in less than four years. 


9Michael T. Wermel, “Inadequacy of Present Unemployment Insurance 
Financing,” International Association of Public Employment Services News 
(January, 1951), p. 8. 
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timing of the contribution-rate levels and changes so as to make 
them counter-cyclical.!° 

A state may use any type of experience rating system it chooses 
and still adjust its contribution rates to yield the desired average 
for any year. The basic idea involved in average benefit cost 
rates is to collect excess contributions and build up reserves in 
good years to help finance excess benefit payments in lean years. 
The most logical application of the average cost rate approach is 
to use this rate as a benchmark for higher-than-average rates in 
prosperous years and lower-than-average rates in trying years.!! 


Basically a state should seek to estimate two closely related 
factors—the lowest, safe reserve ratio and the prospective, aver- 
age cost ratio. Each of these basic factors should be stated as a 
per cent of taxable wages. When a state has selected what it 
regards as a safe and prudent minimum reserve level, it should 
fully expett its actual reserves to climb well above that minimum 
level, at least in some years. Any extra reserves which are ac- 
cumulated provide a golden opportunity to reduce rate in lean 
years. 


Errect Upon Funp oF REcENT RISE IN UNEMPLOYMENT 


The usual trend of unemployment and claims for unemploy- 
ment insurance in Texas has been to reach peak figures in 
January and February. The jobless total then declines as out- 
door work becomes available. The closing of schools in June 
brings a flood of job seekers into the labor market and unemploy- 
ment again reaches a temporary peak. The figures rather rapidly 
descend as school graduates are absorbed into the working force 
and those seeking summer employment either find jobs or drop 
out of the labor market. The volume of unemployment insurance 
claims is not affected by entrance of graduates and undergradu- 
ates into the labor market in June because these students have not 
built up wage credits. Fall most often brings further decrease in 
insurance claims, reaching a low point in November or December. 


The unemployment pattern for the calendar year 1957 began 


10Interstate Conference of Employment Security Agencies, The Long- 
Range Financing of Unemployment Benefits Under State Unemployment 
Compensation Laws (Washington, D. C., Supplemental Report of October, 
1951, prepared by Committee on Long-Range Benefit Financing), p. VII-4. 
11Jbid., p. VII-6. 
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in the usual trend. A peak figure of 151,900 was recorded in 
February, and a figure of 156,500 unemployed was recorded in 
June. Unemployment totals dropped to 130,400 in the month of 
August. Contrary to the expected decline during the fall months, 
unemployment began to climb in September, 1957, and has con- 
tinued to do so, reaching a figure of 200,400 in March, 1958.!? 

The Texas Employment Commission began estimating employ- 
ment and unemployment totals for the state in July, 1948. The 
March, 1958, unemployment figure, representing 5.7 per cent of 
the labor force, is the largest figure recorded by the Commission. 
Weekly benefit payments were made to 272,519 unemployed 
workers during March, 1958. The preliminary estimated figure 
for the number of weekly benefit payments for the month of 
April, 1958, was 305,926. 

The operating statement for the Unemployment Compensation 
Fund shows that during the period, January 1, 1957, to August 
31, 1957, taxes collected amounted to $25,583,893, while benefits 
disbursed amounted to $20,569,427. These figures represent a net 
gain to the fund of $5,014,467.!3. The eight-month period from 
September 1, 1957, to April 30, 1958, shows tax collections total- 
ling $13,036,762 and benefit disbursements of $34,750,264. These 
transactions resulted in an excess of disbursements over collections 
of $21,713,502 for the period. The balance in the Unemployment 
Compensation Fund on August 31, 1957, was $302,536,554. On 
April 30, 1958, the balance in the Fund was $286,536,554—a 
decrease of $15,685,766 for the eight months.!4 The balance in the 
fund has consistently decreased since November, 1957, as un- 
employment figures have risen. 

The average tax rate for the last half of the year, 1957, for 
those employers eligible for experience tax rates was 0.48 per cent. 
Tax rates were computed on two different computation dates for 
1957 for a substantial number of employers. The average of ex- 
perience tax rates assigned for the year, 1958, was 0.52 per cent. 
Most of the small firms with less than eight employees who be- 
came subject to the Texas Unemployment Compensation Act in 
1956 became eligible for reduced tax rates by July 1, 1957, making 


12Unemployment figures for April, 1958, are not available as yet. 

13An additional $5,514,838 increase was derived from interest payments 
received during the eight months. 

14A portion of the decrease in the balance of the fund was offset by 
interest payments made from September 1, 1957, to December 31, 1957, of 
$1,991,841. Interest figures for the year 1958 are not available. 
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95 per cent of all tax-paying employers with active accounts 
eligible for reduced tax rates. 

The average duration of claims has increased from 8 weeks in 
1947 to 12 weeks in the first quarter of 1958. The 12-week 
period in 1958 is the longest average claim duration experienced 
by the Texas Unemployment Compensation Insurance program. 
Because of this rise in claims duration the state experience factor 
for 1958 increased to 17 per cent from 15 per cent in 1957. 

The period from September, 1957, to the present has presented 
a stringent test of the ability of the Unemployment Compensation 
Insurance program to fulfill the purposes for wh‘ch it was created. 
From September 1, 1957, to April 30, 1958, benefits of $2.66 were 
paid for every dollar collected in taxes. Since January 1, 1958, 
a total of $24,117,984 has been paid in benefits while $6,875,719 
has been collected in taxes. These transactions constitute benefits 
paid in the amount of $3.51 for every dollar collected in taxes. 

The final magnitude of the demand to be placed upon the Fund 
will be determined by the duration of the present rise in unem- 
ployment. Should unemployment figures remain high or con- 
tinue to increase for a period of several years, the Fund’s balance 
would be lowered substantially. A rise in benefit payments would 
cause an increase in tax rates for those employers eligible for 
experience rates. It is hoped that the penalty of higher tax rates 
would encourage employers to stabilize their employment policies 
insofar as they can. 


TEST OF ADEQUACY 


It should be clear that mere dollar amounts and dollar charges 
cannot safely be used as measures or indicators of sound state 
financing, even though a sharply declining fund balance may be 
a danger signal.!5 It is tempting, but misleading, to make raw 
dollar comparisons for a single state from year to year. These 
comparisons are hazardous enough for one state, but to make 
such a comparison between states is worse when differences in 
size, coverage, industrial pattern, and benefit formulae are con- 
sidered. 


15Interestate Conference on Employment Security Agencies, The Long- 
Range Financing of Unemployment Benefits Under State Unemployment 
Compensation Laws (Washington, D. C., A report prepared by the Com- 
mittee on Long-Range Benefit Financing, October, 1950), p. II-2. 
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How much do dollar fund changes mean within a single state? 
A sharp decline may spell trouble, but does a fund’s growing 
dollar balance always mean greater adequacy or assure its future 
solvency? The fund’s dollar growth may have been accompanied 
by wider coverage or by amendments to provide more adequate 
protection, as is true in Texas. 

Past benefit dollars are a poor guide to future benefit require- 
ments. Benefit provisions have been liberalized during recent 
years so that benefit dollars paid years ago are out of date as 
guides to the future. Severe benefit drains, which could occur 
under prolonged depression conditions even with present benefit 
provisions, have not been experienced since the formation of the 
unemployment insurance system. 

Despite their limitations, data of past fund experience must 
be used in analyzing fund prospects with a view to adequate long- 
range financing. Useful comparisons can best be made by relating 
certain key data to a common base and by comparing the resulting 
per cents or ratios. The state’s covered payrolls are its con- 
tributions base under the provisions of the law. It is convenient 
and informative to relate the state’s benefits and fund-balance to 


this same base. When a year’s contributions, benefits, and reserves 
are stated as “per cent” of its covered payrolls, the resulting 
ratios can be readily compared for different years. Using ratios 
tends to minimize the distorting effects of coverage changes, in- 
flation, and other influences. 


TABLE 1 
KEY DATA FOR TEXAS* 


End of Year 
Fund as a_ Contributions Benefits Paid 
Balance in Per Cent of asa Per Cent asa Per Cent 
Fund as of Taxable of Taxable of Taxable 
December 31 Wages Wages Wages 


$158,535,636 0.8 0.7 

217,301,505 0.97 0.5 

280,350,225 ‘ 0.51 0.3 
290,383,186 : 0.54 0.49 
302,096,117 . 0.68 0.66 


289,907,4457! 6.57? 3 O31}? Lise 


Year 
1946 
1949 
1953 
1956 
1957 
1st Qtr. 
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Per Cent of Covered 

Workers Who Could Be Endof Year Fund Dollars Per Covered 

Paid Maximum Benefits in Dollars Per Worker (Adjusted 
Year From End of Year Fund Covered Worker to 1947-49 Dollars) 


1946 48 $156.93 $186.75 

1949 39 186.28 182.83 

1953 40.9 197.20 172.35 

1956 28 169.59 145.85 

1957 28 172.28 141.67 
1st Qtr. 

1958¢ 27? 169.0072 138.0072 


*To compare the Fund’s condition through the first three months of 
1958 with figures for previous periods of twelve months may slightly 
distort the picture. Failure to include this recent period in a test of the 
adequacy of the Unemployment Compensation Fund, however, would 
not present a complete picture of the Fund. The first quarter of 1958 
has been the period of greatest stress experienced by the Unemploy- 
ment Insurance Program. Adequacy can best be measured under con- 
ditions of high benefit demand upon the Fund. 


Balance of Fund as of March 31, 1958. 


+2Figures are estimates. 


+3Taxable wages for the calendar year 1957 were $4.7 billion. Taxable 
wages for the calendar year 1958 were estimated to be $4.4 billion. 


+4Taxable wages were estimated to be $1.4 billion for the first quar- 
ter of 1958. Quarterly figures were used in computing Contributions as 


a Per Cent of Taxable Wages and Benefits Paid as a Per Cent of 
Taxable Wages. 


tCovered employment for the first quarter of 1958 was estimated to 
be 1,700,000. 


It can be seen from the figures in Table I that the Texas unem- 
ployment Compensation Fund has grown dollar-wise. The figures 
also show that a similar advance in the adequacy of the fund has 
not been maintained. The increase in coverage and maximum 
weekly benefits was enacted in 1955. These changes brought a 
reduction in both the per cent of covered workers who could 
be paid the maximum benefits, and the dollars per covered worker 
in the fund as shown in the 1956, 1957, and 1958 figures. The 
fund balance as a per cent of the taxable wages has dropped. 
Contributions as a per cent of taxable wages have dropped. 
An additional reduction in rates was allowed employers 
in 1950 because the fund balance exceeded $200,000,000 and was 
more than 8 per cent of the taxable payroll. This drop in tax 
rates may be an explanation for the sharp drop in the contribution 
percentages for 1953. The consistent decrease in the purchasing 
power of the dollars per covered worker in the fund shows most 
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clearly that the adequacy of the fund has declined over the past 
12 years. The figures for the first quarter of 1958 indicate that 
a decline in the balance of the fund is reflected in a drop in the 
adequacy of the fund. 


The conclusions reached from the study of the fund are: 

1. The present system of financing used for the Texas Unem- 
ployment Compensation Fund is inadequate. The balance in the 
Fund is not sufficient to meet the demands created by prolonged 
adverse economic conditions. 


2. Total benefits payable to workers should be increased— 
moderately at the present time with the possibility of additional 
increases in future years. 


3. If extension of coverage and benefits of the Unemployment 
Compensation program were forthcoming, the additional burden 


for payment would be placed upon this inadequate system of 
financing. 


4. The Unemployment Compensation Fund may best attain 
adequacy by the adoption of a system of counter-cyclical financing. 


The only apparent method of having an adequate unemployment 
compensation fund is to plan a sound system of financing. Present 
experience rating provisions would not allow a continued increase 
in withdrawals from the fund without a rise in the contribution 
rates. Such a plan prevents an exhaustion of the fund at as rapid 
a rate as a flat contribution rate might allow. A fact which 
should not be overlooked, however, is the increased difficulty 
which employers face in paying higher amounts in taxes under 
adverse economic conditions. 

Texas now has the lowest allowable tax rate of any state. The 
fund has increased in dollar amounts under this system, but the 
fund’s adequacy has not kept pace with increased liabilites placed 
upon it. The logical solution would be a new approach to unem- 
ployment insurance financing whereby the raising of rates would 
be counter-cyclical rather than the present system of lowering 
rates during years of low demand and raising them in years of high 
demand upon the fund. There would be no need to sacrifice ex- 
perience rating as a means of tax rate determination under a 
system of counter-cyclical financing. 

The knowledge gained from past experience and present levels 
of the reserve fund furnish favorable conditions under which 
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improvements in financing could be made. The balance in the 
Texas Unemployment Compensation Fund declined $15,559,663 
from December 31, 1957, to April 30, 1958. The balance of the 
fund may continue to decline. A peak level of reserve funds 
would be a most advantageous condition at the time a change in 
the system of financing was made. A thorough study based on 
accepted actuarial principles could best determine the needed 
changes and proposed program. It is especially important to 
modify the existing plan of financing at the present time in order 
that the system be prepared to meet any further sharp increases 
in unemployment and in unemployment insurance claims in the 
future. Provisions for meeting prolonged adverse economic con- 
ditions must be made now. 
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WOMEN IN PUBLIC ACCOUNTING 


Joyce SMALLEY DEAN 
Instructor in Accounting, Baylor University 


INTRODUCTION 


Few women in relation to the number of men have chosen as 
their career the field of public accounting. Among the approxi- 
mately 55,000 Certified Public Accountants (C.P.A.’s) in the 
United States today, about 1,000 are women. 

Why is this true? Does a real prejudice exist against women 
entering this field? Are men better qualified to be accountants 
than women? Or is it possible that women are just beginning to 
explore the profession and that great opportunities yet untouched 
lie ahead for them in accounting ? 

Young women should know the answers to these questions 
when choosing a career. Undoubtedly, it is difficult for a woman 
to decide to enter a profession in which her acceptability is ques- 
tionable. In pursuit of the answers to the above questions, three 
hundred accountants throughout the nation and eighty-one certified 
public accounting firms, both national and local, were asked to 
complete questionnaires concerning women in public accounting. 
In addition, several personal interviews with women accountants 
and representatives of national and local firms were conducted. 
The facts presented are based on these interviews, one hundred 
replies from women accountants, and forty-five replies from ac- 
counting firms. Many of the results and conclusions expressed 
are drawn from answers received in the above study. 

Contrary to the popular belief that women accountants are 
something new, women had begun to study accounting over fifty- 
eight years ago. At that time, only three years after the passage 
of the first Certified Public Accounting law, Christine Ross be- 
came the first woman to pass the examination. Women were 
slow to follow in Christine Ross’ footsteps, however ; and by 1933 
there were only 111 women Certified Public Accountants as 
compared to 23,414 men. By 1945 the ratio of women C.P.A.’s to 
men was | to 146; by 1952, 1 to 59; and at present the ratio is 
1 to 56. Women, therefore, still represent less than two per cent 
of the total number of certified public accountants. This does 
not necessarily mean that there is little opportunity for women in 
accounting. In the past, hesitancies on the part of women to enter 
accounting and on the part of the accounting profession to accept 
women have been prevalent; but with the passage of time, these 
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hesitancies are disappearing and opportunities are becoming 
boundless. 

Today women hold positions in almost every accounting ca- 
pacity. According to this study, over sixty per cent of these 
women are engaged in public accounting. They serve either as 
employees, have an independent practice, or serve as partners in 
public accounting firms. Women who have independent practices 
comprise thirty-six per cent of the women public accountants, and 
over fifty’ per cent of the group are women employees of public 
accounting firms. It is not surprising to find that so many women 
are employees, for this is the most logical way to launch a career. 
Several years ago this was not the easiest way to enter the pro- 
fession. At that time, accounting firms were reluctant to employ 
women accountants; and it was easier for a woman to begin an 
accounting career as an individual practitioner. Having an inde- 
pendent practice is still popular with women because it is easier 
to combine a career with raising a family under these circum- 
stances. The office can be in the home and the hours need not be 
regular ones. Relatively few women become partners in account- 
ing firms. This may be true because of the resentment which 


men have against being supervised by women and because of the 
scarcity in the number of women who seek this goal. 


SALARIES 

Salaries of the one hundred women accountants who returned 
the questionnaire range from $1,500 for part-time work to over 
$17,000 a year. From this array it would appear that women 
have the opportunity to earn the salary their ability justifies, and 
most of them do very well. Over forty-four per cent of the women 
polled receive salaries of $5,000 to $8,000, and twenty-eight per 
cent receive from $8,000 to $17,000 a year. Experience is helpful 
in securing a high-salaried position, but it is not necessarily the 
criterion. There are job opportunities at all levels for women of 
equal experience. Ability and knowledge take precedence in the 
determination of salary level. 

Women who expect to begin an accounting career want to 
know which phase of accounting would be the most lucrative. 
According to this study, public accounting is more profitable for 
women than non-public accounting; and certified public account- 
ants are better paid than non-certified accountants. Certified public 
accountants prove by their passing grades on the C.P.A. examina- 
tion that they have a certain amount of ability and knowledge. 
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Such accountants would be expected to draw a higher salary. 

There has been some discussion as to whether a woman would 
be offered the same salary as a man for the same position. Only 
seven certified public accounting firms out of thirty-seven admitted 
that men and women were not paid comparable salaries for similar 
work. Women who are individual practitioners have this same 
problem relative to fees, but to a lesser degree. Four women 
practitioners out of twenty-five said that the fees they charge are 
not commensurate with those charged by men. A real and serious 
discrimination exists here, and it is hoped that in the future em- 
ployers and clients will become fair and open-minded toward 
equal recompense for commensurate work. 

Regardless of this seeming discrimination, salaries awaiting 
young women who choose to enter public accounting are high in 
relation to many other jobs available to women. It should be re- 
membered as mentioned above that salaries of nearly thirty per 


cent of the women accountants were in the $8,000 to $17,000 
range. 


REstrIctED AREAS OF ACCOUNTING AND REASONS FOR THE 
RETRICTIONS 


Throughout the study, areas of accounting were mentioned in 
which women were seldom allowed to participate. These restric- 
tions and the reasons for them have an important effect on women 
accountants. 

Participation in out-of-town audits is the most common type 
of restriction. Of the twenty-five C.P.A. firms that restrict the 
duties of their women accountants, twenty-three named out-of- 
town audits as one of the restrictions. It is inconvenient for the 
firm to send women out of town with men because of the necessity 
of separate lodging and other additional expenses. Many times 
employees dislike taking a woman along on an out-of-town trip. 
Wives and husbands of the men and women sometimes object to 
mixed out-of-town travel. With these objections and inconveni- 
ences in mind, the firm is quite often unwilling to send a woman on 
an out-of-town trip. 


Audits and particularly large audits were the first areas in 
which a woman was not allowed her working freedom. However, 
women auditors have increased in number over the years as client 
objection to them has become less pronounced. Today it is only 
the very large audits in which women are not allowed to partici- 
pate freely. They are often allowed to do the detailed work on 
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these audits; and with the passage of time, as was true with the 
smaller ones, women will likely be allowed to participate to a 
larger degree. National accounting firms are less hesitant to 
send women out on audits than are local firms. Perhaps when 
the local firms take note of this fact, they, too, will “loosen up” 
their policies. 

Systems and methods work and consulting work are specialized 
fields. Few women are found in these areas, but not necessarily 
because of any restrictions placed on them. Women have never, 
and perhaps never will, show much interest in consulting work. 
Systems and methods, however, is a relatively new field and 
specialists are not yet numerous, men or women. The author feels 
that as the field grows, women will take more interest in the field 
of systems and methods and there should be little reason for men 
to limit women in this specialized area. Systems and methods 
is detailed and systematic work to which women should easily 
become adapted. 


Women do not often participate in inventory observations. 
Warehouses are sometimes in undesirable sections of town. In- 
ventories are sometimes in high, cold, or damp places or require 
the exertion of physical strength in order to carry out the test 
count. For the woman’s own physical protection she is not 
allowed to participate in that part of the audit which entails 
inventory observations. Inventory observations, like out-of-town 
audits, are something to which the woman herself would object 
and cannot be considered an unfavorable restriction on women 
accountants. 


Women seem to cause disturbances in the carrying out of firm 
policies. The firm itself is likely to be inconvenienced by having to 
avoid sending a woman on a particular assignment, be it out of 
town or some other area restricted to women. This planned 
avoidance disturbs the interchangeability of employees for which 
many firms strive. Difficulties arise in the firm if complete flexi- 
bility of the use of employees is disrupted. 

Women place restrictions on themselves in addition to the ones 
mentioned above. Married women, particularly those with chil- 
dren, prefer or even request not to be sent on out-of-town audits. 
Home responsibilities often come first, and responsibilities of the 
office come second. 


There has been much discussion about the work restrictions 
placed on women accountants. Yet it is evident that a number of 
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these restrictions are self-imposed or are for the woman’s own 
protection. Firms said repeatedly that clients object to having a 
woman accountant do their work; however, in the past few years 
this objection has become much less pronounced. It is likely that 
the minor restrictions which exist today will become less numerous 
in the future as businessmen become accustomed to having women 
do their accounting work. 


THE ProBLEM OF ADVANCEMENT 

Women have faced several difficulties in accounting. Entrance 
into the profession, salary differentials, and work restrictions are 
all examples. With the possible exception of salary inequities, 
these difficulties have become less important with the passage of 
time until at present they seem to be of little consequence. 

One problem has not become inconsequential, and it shows no 
likelihood of becoming so in the near future. This is the problem 
of advancement—women do not advance as rapidly as men in 
accounting. This fact is borne out by replies from fifty per cent 
of the C.P.A. firms and fifty per cent of the women accountants 
who were polled. “Women do not remain in the working force 
long enough to advance” is the excuse given by several firms. 
There is some evidence that this is not true, since more than one- 
third of the women polled had been working in accounting from 
ten to twenty-five years. Apparently some women do work in 
accounting for a sufficient time to merit advancement, so this is 
not the reason for lack of advancement. Perhaps the real reason 
is the fact that men resent working under the supervision of 
women. Firms will not permit a woman to advance to a super- 
visory level when they feel that the promotion will cause trouble 
within the firm. Therefore, firms are prone to “hold back’’ the 
advancement of women. It is up to the women themselves to 
conquer this resentment barrier. The right personality and atti- 
tude toward their work will do much to ease this personnel relations 
problem. 


SECRETARIAL WorRK AND TYPING 

The popular belief that women accountants are asked to do 
secretarial work and typing in addition to their accounting duties 
is not borne out by the survey. C.P.A. firms unanimously stated 
that women are not asked to do additional secretarial duties. This 
is borne out by the fact that only six women said that they were 
expected to do any type of secretarial work that men were not 
expected to do. When women accountants are asked to do secre- 
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tarial work and typing frequently, it often leads to their resigna- 
tion as accountants. Perhaps this is the reason why so few 
women today are asked to do this type of work in addition to 
their accounting duties. 


DETAILED AND RouTINE WorK PERFORMED BY WOMEN 


According to the survey, what is true of secretarial work is 
not true of detailed and routine-type work such as posting, book- 
keeping, and report-checking. One-third of the certified public 
accounting firms polled said that this type of routine work was 
done by women in preference to men because women were in the 
office more often than men. As the woman becomes more readily 
accepted in auditing work and does more of her work in the 
client’s office, perhaps she will shed more of the burden of this 
detailed work. And yet this is not necessarily a burden. Detailed 
work is very important to a firm, and report-checking is especially 
vital. Women do not seem to find this type of work as distasteful 
as men find it, and many women are employed as full-time 
report-checkers. Report checking is a good field for women. It 
may be one of the most important opportunity outlets; for, if a 
woman is interested in accounting, she can easily begin her career 
as a report-checker and then work her way into other areas of 
accounting. 

WomeEN Are Arpinc THEIR CAUSE 

As was mentioned earlier, progress of women in accounting 
has come about very slowly. In the days before 1933, women 
were not readily accepted by practitioners. It was difficult for 
women to secure a position in public accounting in order to meet 
the eligibility requirements for taking the “practice” part of the 
C.P.A. examination. Women who were certified belonged to the 
same organizations to which the men belonged. They were active 
in those groups and did much to try to improve the attitude that 
men had toward women in accounting. This, however, did not 
seem to be sufficient. By the end of 1933, over 23,400 men had 
passed the C.P.A. examination while only 111 women had achieved 
this goal. It was in this year that several women recognized the 
need for an organization which would have as its purpose the 
furthering of the cause of women in accounting. Immediatelv, 
steps were taken toward organizing the American Women’s So- 
ciety of Certified Public Accountants (AWSCPA),. 

Nine of the one-hundred-eleven women Certified Public Ac- 
countants met in Chicago, Illinois, for the purpose of forming 
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this organization. Other women accountants were interested in 
this effort; and by the time the charter was granted by the State 
of Illinois on June 21, 1933, the Society had a total of twenty-six 
members representing fifteen states. 

Action on the part of these twenty-six women was illustrative 
of the fact that they recognized the peculiar nature of the prob- 
lems faced by women in the accounting profession and were taking 
steps through cooperative effort to solve these problems. AWSC- 
PA’s three primary objectives as stated by the members of the 
organization in their 1957 yearbook are (1) to encourage more 
women to enter accounting and to seek higher attainments as ac- 
countants, (2) to inform the public concerning the abilities and 
achievements of women accountants, and (3) to urge women ac- 
countants to participate actively in programs of technical account- 
ing organizations. 

These objectives are designed to increase the knowledge of the 
woman accountant and build up esteem for her in the eyes of the 
public. AWSCPA has accomplished this goal in large measure, 
for it has done much to elevate the status of women in public 
accounting and to extol their achievements to the nation. In doing 
so, it has also increased its own membership fourteen-fold. The 
American Woman’s Society of Certified Public Accountants 
presently has three-hundred-sixty members who represent over 
forty states, the District of Columbia, Alaska, Hawaii, and one 
international associate in Mexico. The Society has spread its in- 
fluence extensively over the United States and its possessions 
and into one other country. 

Even in the first five years of its existence, the AWSCPA did 
much through the cooperation and efforts of its members to 
organize women C.P.A.’s all over the country. But as mentioned 
earlier, there were few women who were C.P.A.’s. Members of 
the AWSCPA felt that it was not enough to contact women 
C.P.A.’s and band them together in an effort to make a place for 
themselves in public accounting. They realized the limitation 
of their group’s being restricted to members who were already 
Certified Public Accountants. There was an obvious need for 
an organization of women who were not “certified.” This group 
would include women accountants in all phases of accounting 
such as industry, teaching, and even young women who had 
reached the status of advanced accounting students in colleges and 
universities. By establishing a contact with women accountants 
who were non-certified, a greater service would be preformed ; 
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for more women accountants could be allowed to benefit from the 
fine work of the AWSCPA. Perhaps some of these women would 
become interested in working toward their C.P.A. certificates. 
By establishing contact with young women at the college level 
who are interested in accounting, more of them might be per- 
suaded to enter the field. With these ideas in mind, the AWSCPA 
organized an affiliate known as the American Society of Women 
Accountants (ASWA). 

The American Society of Women Accountants began with the 
meeting of three women in May of 1938 at Indianapol's, Indiana. 
Fifteen years later, in 1953, it was incorporated under the laws of 
the District of Columbia. Women’s interest in accounting and 
in these organizations is high and is evidenced by the growth and 
success of these societies. From its meager beginning with only 
three members in 1938, the American Society of Women Account- 
ants has increased its membership to a total of 2,497, representing 
twenty-five states and the District of Columbia. 

The AWSCPA and the ASWA work together on many public 
relations projects although they are separately incorporated and 
have their own separate officers and directors. In conjunction with 
each other, the two groups publish an official bi-monthly publica- 
tion know as The Woman CPA. The magazine contains twenty 
pages of technical articles of timely interest, comprehensive analyses 
of developments in federal income taxation, brief resumes of 
accounting literature and related articles, as well as news articles 
and editorials on developments in the profession and progress of 
women in accounting. These magazines are sent to all members 
of the Societies, to the State Boards of Accountancy, to various 
colleges and libraries, and to many firms of Certified Public Ac- 
countants all over the world. 

In the thirty-four years between 1899 and 1933, only one-hun- 
dred-eleven women passed the C.P.A. examination and were 
awarded certificates. Then in 1933, the American Woman's 
Society of Certified Public Accountants was organized; and five 
years later, in 1938, the American Society of Women Accountants 
came into being. In the twenty-four years between 1933 and 
1957, eight-hundred-ninety women became Certified Public Ac- 
countants. This increase might not have been so pronounced if 
it had not been for the successful efforts of these two organizations. 


A Loox at THE FuTURE 
This study indicates that women who are interested in accounting 
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have vast opportunities awaiting them. The pioneering stage of 
women in accounting is ending, and women are more readily 
accepted as accountants every day. The salaries women can 
expect to earn are high in relation to many other fields for women, 
and the prestige that can be gained from being employed in such 
a profession is gratifying. 

Opportunities for women in accounting are becoming greater 
every day. National accounting firms appear to be a better place 
for women to work than local firms. Local firms not only are 
more hestitant to hire a woman than national firms, but also are 
a little wary of sending women to clients’ offices frequently for 
fear of antagonizing the client. National firms are not as humble 
in their attitude. They send women out on audits frequently, often 
accompanied by men, and apparently have few complaints about 
them. One national firm was even praised by its client for “giving 
a woman a chance.” A national firm offers more opportunity for 


advancement than a local firm, and a woman has more chance of 
becoming a senior or a supervisor there. 

Restrictions which were previously placed on women have for 
the most part been lifted. Out-of-town audits and large audits are 


the areas most often restricted at present. In time, even these re- 
strictions will probably fade. 

Women seem especially suited for doing tax work. Many of 
them become tax specialists and rarely do any other kind of 
work. Report-checking and bookkeeping are other areas in which 
women do very well. The author believes that in the near future 
systems and methods work will also become an important area 
for women. 

Young women need to be encouraged to prepare for an account- 
ing career at the college level. The women’s accounting organiza- 
tions are doing much to supply this encouragement. In recent 
years, Beta Alpha Psi, a national honorary accounting organiza- 
tion which is active ,on many college campuses, has opened its 
membership to women who are majoring in accounting. 

The campus of Baylor University is the home of Alpha Rho 
Chapter of Beta Alpha Psi. Alpha Rho was organized in Feb- 
ruary of 1955 and by the Spring of 1957 was rated fifth in the 
nation in its activities and educational promotions. It is hoped 
that many young women will become aware of the opportunities 
which exist in the accounting profession and will endeavor to 


add their names to the growing list of women Certified Public 
Accountants. 
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AN ERA OF CHANGE 
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Any newspaper or magazine article that purports an authori- 
tative description of economic and social conditions in the future 
commands many eager readers because man is constantly striving 
to adjust to his complex and rapidly changing environment. 
“What is Ahead in the Stock Mariet?” is a favorite lead in the 
advertisements selling investment services. Even predictions con- 
cerning the “War of the Future” receive much space in the press. 
All of this interest is understandable since our environment is 
changing so rapidly. 

It is not necessary to convince a thoughtful man that life on 
earth is moving into new and novel patterns. But since he is 
caught in the flux of daily existence he has little opp»rtunity to 
reflect upon the rapidity with which the relations of men to men 
and men to things are changing. Originally, alteraticn in living 
habits depended upon some slow development of physical causes 
such as the gradual folding of rock strata into mountains. The 
time span for such a change is of the order of a million years. 
The inventions of new technologies like chipping flints or metal- 
lurgy are said to have covered a period of at least five hundred 
years. 

The pace of change quickened between 1400 and 1700 A.D.; 
for during this time, gunpowder, printing, navigation, and the 
technique of commerce had come upon the scene and had affected 
men’s lives. Today, a man seventy-five years old, in the short 
space of one life, which is only a moment in the span of history, 
has seen some momentous developments. He was born in the 
horse and buggy age. Conceivably he might live to see the dawn 
of interplanetary travel. In his lifetime he has attended the birth 
of the automobile and the airplane and has seen the development 
of radio communication and remote control. He has observed 
electrification replace steam, and now he is observing the beginning 
of atomic energy replacing electricity as a primary source of 
energy. All of these things have brought with them tremendous 
social, economic, and political changes. Evidence of these changes 
in our economy can be cited on every hand. 
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Our cities have changed tremendously since World War II. 
Until the last few years, growth of cities has been an inseparable 
accompaniment of the growth of civilization. There have been 
many reasons for the growth of cities beginning with the defense 
of wealth behind city walls. Later, the concentration of power 
and materials necessary for manufacturing and the ease of com- 
munication for business relations were factors in growth. But 
with the transmission of power by electricity and the development 
of the motor car, our cities have become sprawling communities 
far different from the tight knit urban centers of a few years 
ago. Methods of distribution of goods have changed and the shop- 
ping center is a symbol of American life today. 


Another instance of change is that occurring in the food industry. 
Twenty-one years ago, the backbone of the grocery business was 
a store with long counters staffed by clerks and supplied by whole- 
sale houses employing a dozen or so salesmen. It has been a 
long step in a short time from this store to the present day super- 
market. Has selling adapted to these changing conditions and 
will it adapt to the changes almost certain to come? Heretofore 
we have lived and thought in a tradition based on the assumption 
that each generation will live amid conditions substantially the 
same as in the previous generation. Reactions to conditions that 
brought success in the past are assumed to bring success in the 
future. But today one is living in the first period of human 
history in which that assumption is false. The point is that in the 
past the time span of important change was considerably longer 
than a single human life. An illustration of changing conditions 
is the economic paradox now being experienced. Instead of falling 
production being accompanied by falling prices as it always has 
in the past, today the price level is at the highest point in history. 
Evidently several new factors have entered the picture. 


How successfully selling adapts itself to changing conditions 
will depend on how successful sales management is in recogni- 
zing relevant causal factors from a myriad of circumstances in 
the stream of events. This ability shall be called foresight. How 
can one acquire this foresight? The adoption of a philosophical 
attitude is necessary. This does not mean that we should concern 
ourselves with a collection of noble sentiments. Philosophy is an 
attitude of mind—a survey of possibilities and their comparison 
with actualities. In philosophy, the fact, the theory, the alterna- 
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tives, and the ideal are weighed together. The result is insight 
and foresight. 


Routine is the essential component of a successful business. If 
salesmen could go out with a standard selling story, modified 
slightly and uniformly for each promotion, get a constant stream 
of orders to relay to the mill where the proper number of cartons 
filled with the proper product would be shipped regularly to custo- 
mers, a corporation would have an efficient operation which could 
be maintained by conditioned reflexes. Society is founded on rou- 
tine, but routine has its limits and it is discernment of these limits 
that requires foresight. 


The answer to the question “What is Ahead for Selling?” is 
SUCCESS if management cultivates a philosophical outlook and 
directs its intelligence toward understanding of the society in which 
we live and if management adapts its methods to society’s rapid 
changes. 
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